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RESULTS OF OPERATIONS
For the three months ended March 31, 2004

Net income for the three months ended March 31,
2004, totaled $4,833, as compared to $5,047 for the
same period in 2003. Nenterest income increased
$51, for the three months ended March 31, 2004, as
compared to the same period in 2003.

At March 31, 2004, interest income on loans
decreased $954 compared to March 31, 2003.
Nonaccrual income was $123 for the three months
ended March 31, 2004, as compared to $158 for the
same period in 2003. Interest expense decreased
$1,005 for the three months ended March 31, 2004, as
compared to the comparable period of 2003.

Noninterest income for the three months ended

March 31, 2004, totaled $2,420, as compared to $2,977
for the same period of 2003, a decrease of $557. This
decline in earning is attributed to a decrease of $501
in loans fees and $173 in noninterest income other
when compared to the same period in 2003. These
declines were offset by an increase of $3 in fees for
financially related services, $81 in earnings of AgFirst
Farm Credit Bank (the Bank $33 in gains on other
property owned when compare to the same period in
2003.

Noninterest expense for the three months ended
March 31, 2004, decreased $24 compared to the same
period of 2003. Included in noninterest expense of
$5,039 were operating expenses totaling $5,039.
Operating expenses decreased $24 over the same
period in 2003 primarily due to the salaries and
employee benefits. The major components of
operating expenses for the Association are salaries
and employee benefits, bilding depreciation and
general office expenses. The provision for income
taxes for the three months ended March 31, 2004
decreased $18 compared to the same period of 2003.

FUNDING SOURCES

The principal source of funds for the Association is the
borrowing relationship established with the Bank
through a General Financing Agreement. The General
Financing Agreement utilizes the Association’s credit
and fiscal performance as criteria for establishing a
line of credit on which the Association may draw
funds. The funds are advanced by the Bank to the

Association in the form of notes payable. The notes
payable are segmented into variable rate and fixed
rate sections. The variable ta note is utilized by the
Association to fund variable rate loan advances and
operating funds requirements. The fixed rate note is
used specifically to fund fixed rate loan advances
made by the Association. The total notes payable to
the Bank at March 31, 2004, was $915,419 as
compared to $904,991 at December 31, 2003. The
increase during the period is attributable to new
borrowing by the Association for funds advanced to its
borrowers.

The Association had no lines of credit outstanding
with third parties as of March 31, 2004.

CAPITAL RESOURCES

Total members’ equity at March 31, 2004, increased
to $151,024 from the December 31, 2003, total of
$146,286. The change in capital is attributed to net
earnings for the three months ending March 31,
2004.

Total capital stock and partipation certificates were
$9,878 on March 31, 2004, compared to $9,905 on
December 31, 2003. This decrease is attributable to
the retirement of protected and at-risk stock and
participation certificates on loans liquidated in the
normal course of business and new loans being
capitalized at new lower regulatory levels.

Farm Credit Administration (FCA) regulations require
all Farm Credit institutias to maintain minimum
permanent capital, totaburplus and core surplus

ratios. These ratios arealculated by dividing the
Association’s permanent capital, total surplus and core
surplus as defined in FCA regulations, by a risk-
adjusted asset base. As of March 31, 2004, the
Association’s total surplusatio and core surplus ratio
were 14.08 percent and 10.36 percent, respectively,
and the permanent capital ratio was 14.99 percent. All
three ratios were well above the minimum regulatory
ratios of 7.00 percent for permanent capital and total
surplus ratios and 3.50 percent for the core surplus
ratio.
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Carolina Farm Credit ACA
Consolidated Balance Sheets

March 31, December 31,
(dollars in thousands) 2004 2003
(unaudited)
Assets
Cash S 1,294 S 1,353
Loans 1,070,167 1,052,859
Less: allowance for loan losses 21,637 21,948
Net loans 1,048,530 1,030,911
Accrued interest receivable 11,069 10,109
Investment in other Farm Credit institutions 14,184 14,191
Premises and equipment, net 8,927 8,778
Other property owned 1,241 369
Deferred tax asset, net 1,661 1,661
Other assets 7,079 13,172
Total assets S 1,093,985 S 1,080,544
Liabilities
Notes payable to AgFirst Farm Credit Bank S 915,419 S 904,991
Accrued interest payable 3,115 3,144
Patronage refund payable 522 4,681
Postretirement benefits other than pensions 7,811 7,475
Minimum pension liability 6,199 5,708
Other liabilities 9,895 8,259
Total liabilities 942,961 934,258
Commitments and contingencies
Members' Equity
Protected borrower equity 1,069 1,288
Capital stock and participation certificates 8,809 8,617
Retained earnings
Allocated 87,116 86,999
Unallocated 65,231 60,583
Accumulated other comprehensive income (loss) (11,201) (11,201)
Total members' equity 151,024 146,286
Total liabilities and members' equity S 1,093,985 S 1,080,544

The accompanying notes are an integral part of these financial statements.
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Carolina Farm Credit, ACA
Consolidated Statements of Income

(unaudited)

For the three months ended March 31,

(dollars in thousands) 2004 2003
Interest Income
Loans S 16,730 S 17,684
Interest Expense
Notes payable to AgFirst Farm Credit Bank 9,274 10,279
Net interest income 7,456 7,405
Provision for (reversal of) loan losses - 250
Net interest income after provision
for (reversal of) loan losses 7,456 7,155
Noninterest Income
Loan fees 497 998
Fees for financially related services 133 130
Equity in earnings of AgFirst Farm Credit Bank 1,710 1,629
Gains (losses) on other property owned, net 49 16
Other noninterest income 31 204
Total noninterest income 2,420 2,977
Noninterest Expense
Salaries and employee benefits 3,384 3,492
Occupancy and equipment 410 375
Insurance Fund premium 253 292
Other operating expenses 992 904
Total noninterest expense 5,039 5,063
Income before income taxes 4,837 5,069
Provision (benefit) for income taxes 4 22
Net income S 4,833 S 5,047

The accompanying notes are an integral part of these financial statements.
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Carolina Farm Credit, ACA
Consolidated Statements of Changes in

Members' Equity

(unaudited)
Capital Accumulated
Protected  Stock and Retained Earnings Other Total
Borrower Participation Comprehensive = Members'

(dolfars in thousands) Capital Certificates Allocated Unallocated Income Equity

Balance at December 31, 2002 $ 1,739 S 8,814 S 81,979 S 63,669 S (12,107) S 144,094
Net income 5,047 5,047
Protected borrower equity retired (306) (306)
Capital stock/participation certificates issued 207 207
Capital stock/participation certificates retired @ @
Retained earnings retired (20) (20)
Distribution adjustment 2,483 (2,673) (190)
Balance at March 31, 2003 S 1,433 S 9,019 S 84,442 S 66,043 S (12,107) S 148,830
Balance at December 31, 2003 $ 1,288 S 8,617 S 86,999 S 60,583 S (11,201) $ 146,286
Net income 4,833 4,833
Protected borrower equity retired (219) (219)
Capital stock/participation certificates issued 195 195
Capital stock/participation certificates retired 3) 3)
Distribution adjustment 117 (185) (68)
Balance at March 31, 2004 S 1,069 S 8,809 S 87,116 S 65,231 S (11,201) $ 151,024

The accompanying notes are an integral part of these financial statements.
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